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• The Lay of the Land – More Questions than 

Answers 

• Municipal Bankruptcy  

• A Quickie on Ventura 

• Pensionable Comp 

• Election Results – What it means for the 

future of pensions & OPEBs 

What Will Be Covered 

Today: 
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Was the PEPRA enough to control costs? 
 

• Most voters do not know about AB 340 

• Contribution rates are creeping upwards 

• Health care costs are on the rise 

• The haves vs. the have-nots (DB vs. DC) 

• An 18 percent in investment returns – no rate 

relief 

 

Questions  

(Without Exact Answers) 
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   Is 80 percent funded considered “healthy”? 
 

• Not necessarily, contrary to what we have been reporting…it 

depends 

Questions  

(Without Exact Answers) 

Plan A  
 

•Very young plan that has only 

been around for a couple of 

years with few or no retirees with 

a low ratio of benefit payments to 

contributions 
 

•Could have low funded ratio but 

plenty of time to right the ship 

 

 

Plan B 
 

•Very mature plan with virtually 

no actives and lots of retirees 

with a very high ratio of benefit 

payments to contributions. 
 

•Could have high funded ratio 

with disaster looming. 

 

 



Questions  

(Without Exact Answers) 
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• Plan A & Plan B:  

• Should not be measured against the same 80% 

standard.   

• Do not panic if you have a low funded ratio  

• You should take a look at your contribution policy and 

the benefit payment stream and project out where you 

will be. (Bartel’s words, not ours.) 

• Ask this: does the plan get to a happy place or are you 

running some risk of the plan running out of money? 

• This analysis is MUCH more important than current 

funding ratio. 
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• Vallejo, Detroit, Stockton and San Bernardino 
 

• What’s at stake? “Vested” pension rights vs. the right 

of a bankrupt city to relief from its debts (including 

pension obligations) 
 

• Put another way, is the state-sponsored retirement 

system (i.e., CalPERS) just another general creditor 

of the city? 

 
 

Bankruptcy & Public Pensions: 

A Tale of Four Cities 
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• Became the first major California city to file for 

bankruptcy in 2008 
 

• Two largest debts: $135 million for retiree health and 

$84 million for pensions 
 

• Under heavy pressure not to touch pension benefits 
 

• And so the debate began… 

 
 

Bankruptcy & Public Pensions: 

Vallejo (the set-up) 
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• Other than a lower formula for new firefighters, 

pensions at Vallejo were left intact 
 

• City’s bankruptcy did result in a negotiated reduction 

of retiree health obligations of roughly $100 million 
 

• Moody’s warns that large continuing pension costs 

could force Vallejo into bankruptcy again 

 

 
 

Bankruptcy & Public Pensions: 

Vallejo (the “apparent” result) 
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• The largest municipal bankruptcy in U.S. history –   

so far 
 

• Total debts of approximately $18 billion; roughly $3.5 

billion in unfunded pension obligations 
 

• On 12/03/13, Judge Rhodes allowed Detroit to enter 

bankruptcy and stated that pensions for actives 

and retirees should be treated like any other 

contract 

 
 

Bankruptcy & Public Pensions: 

Detroit (the set-up) 
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Although “It ain’t over until its over,” here’s where things 

stand: 

• Judge Rhodes has determined the feasibility of the 

City’s plan of reorganization 
 

• A key component to the plan was the approval last 

month by City employees and retirees of proposed 

4.5% cuts in pensions and the elimination of COLAs 
 

• With these concessions and a new “hybrid” plan, 

momentum is building for plan approval 

 

 
 

Bankruptcy & Public Pensions: 

Detroit (the “apparent” result) 
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• Third California city to file for bankruptcy 

• When it filed in 2012, listed operational deficit of roughly 

$50 million 

• Its annual contribution to PERS had grown from $5 

million in 2000 to $26 million in 2012 

• Unlike Stockton, San Bernardino stopped making its 

payments to PERS 

• Fearing a “Detroit-type” result, PERS has resisted the 

bankruptcy 

 
 

Bankruptcy & Public Pensions: 

San Bernardino (the set-up) 
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• Although the City was allowed to enter bankruptcy in 

early 2013, it also relented to pressure brought by PERS 

and resumed making contributions (it still owes $16.5 

million of recently unpaid amounts) 
 

• In June of this year, the City and PERS reached an 

undisclosed deal that provides for the repayment of the 

$16.5 million owed 
 

• Also cut a deal with police, but not fire. Judge Jury 

issued a ruling: the City can break the MOU 

 

 

 

 
 

Bankruptcy & Public Pensions: 

San Bernardino (the city blinks) 
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• Largest California city to file for bankruptcy when it filed 

in 2012, listing operational deficit of roughly $26 million 

and $1 billion in long-term debt 
 

• Apart from PERS, one of City’s largest creditors is 

Franklin–Templeton (owed $35 million) 
 

• Franklin argues it is not fair for it to get only $350K (1%) 

while the PERS obligation ($29 million per year) would 

remain untouched 

 
 

Bankruptcy & Public Pensions: 

Stockton (a clash of titans?) 
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• Judge Klein ruled that PERS contract can (and should) be 

impaired 

• Klein has called pension costs a “festering sore” and 

stated that he would not approve an “inadequate debt-

cutting plan” that could lead to a second bankruptcy  

• Matter continued for years… 

• Moody’s states that bankruptcy relief from pensions may 

not be so bad in the long run 

 

 

 

 

 
 

Bankruptcy & Public Pensions: 

Stockton (stay tuned) 
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• Vallejo – If pension costs/obligations a driver of 

bankruptcy, you need to deal with it 

• Detroit – Where pensions can be reduced, exit from 

bankruptcy may well include pension cuts and new plan 

• San Bernardino –PERS is formidable, but tentative 

determination means cuts can happen 

• Stockton –pensions can be cut, contracts can be impaired 

 
 

Bankruptcy & Public Pensions: 

 A Tale of Four Cities (lessons 

learned from my friend, Jeff Chang) 

15 



“Sustainable Retirement System Initiative” 

• Received requisite # of signatures for November, 2014 

• 401k for all new employees (including public safety) 

• 5 year freeze on pay 

• Limits 11% of pay for those not in SS 

• Limits 4% of pay for those in SS 

• Judge denied ballot designation 

• Needs legislative authorization 

• Retirement benes are delegated to BOS 

• Doesn’t ensure vested rights were protected 

 

 

 

 

 

 

Ventura Proposal 
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Legislation 
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• 2013-14 Came to an end 

• About 20 pension/OPEB bills 

• Clean up, education for the PERS Board, extensions, BART 

• 5k bills introduced this cycle (2,540 in 2013, 2,260 in 2014) 

• AB 1522 (Gonzalez) – July 1, 2015 

• 3 paid sick days per year – for all emps over 30 days/year 

• Accrual or lump sum – 1 hr = 30 hours worked 

• Can accrue 8 days for FT 

• Employer can limit to 3 days per year 

• Can bank unused sick leave 

• PTO counts 

• Collective bargaining agreements = exempt 
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When The Gov Gets 

Ticked… 
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• Governor got ticked at PERS twice 

• Mortality rates 

• Pensionable Comp (temporary upgrade pay) 

• PERS new regs – included temporary upgrade pay 

• SB 13 didn’t address this last year 

• Similar issue with 37 Act 

• Termination pay – courts ruled AB 197 could apply 

to legacy employees 

 

 

 

 

 

 

 

 

 

 

 



November Elections 

• Prop 1: $7.5 water bond 
 

• Prop 2: Rainy day fund increase from 5 to 10% 
 

 

• 10 open seats in the State Senate 
 

• 23 open seats in the Assembly  

 

• 2016 – Mayor Chuck Reed’s  

       attempt  to cut pensions  
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